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Separate paging is given to (his Part In order that It may he filed 
as a separate compilation. 


MINISTRY OF COMMERCE 

RESOLUTION 

Tariffs 

New Delhi, the 7th February 1968 

No- 20(1 )-Tar/ 68 . —The Indian Tariff Commission examined during 1968-59 the 
cost structure ct sugar and the lair sugar price payable to sugar Industry and 
submitted its report on the subject In September, 1969. The cost schedules pre¬ 
pared by the Tariff Commission were adopted by Government for determining ex- 
factory prices of sugar from year to year. 

2. In August, 1964, tho Government of India appointed the Sugar Enquiry 
Commission to make a comprehensive enquiry Into various aspects of sugar indus¬ 
try Including the economics of sugar production and its cost structure. The 
Sugar Enquiry Commission submitted its report in October, 1965- The Govern¬ 
ment of India used the schedules prepared by the Commission for fixation of ex¬ 
factory prices during the year 1965-06 to 1967-68. The sugar industry has repre¬ 
sented that the cost schedules prepared by the Sugar Enquiry Commission are 
based ,on the cost data of the crushing season 1963-64 and since then, the costs 
have risen sharply- Twelve per cent return allowed at present on the employed 
capital, it is argued, is inadequate due mainly to the increase In the lending 
rates by the banks. Further, that depreciation allowed Is not commensurate with 
the Increase in the cost of renewal and replacements. The Schedules, It Is added, 
also do not provide adequately for costs Incurred on transportation of cane from 
outstatlon centres which have to be necessarily opened on the orders of the State 
Governments. Tho pricing sy.stem should also take Into account the capacity 
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factor which varies widely from factory to factory in a price zone. A change 'o. 
the capital structure of the industry has occurred due to the estabUahment of ne 7/ 
factories and the expansion of a large number of old units. The new and the 
expanded units have the advantage of scale;, large modern units employ labour- 
saving devices, reduce costs and maximise profits- 

The industry has also emphasised the need to provide adequate depreciation in 
the cost schedules to enable the factories to modernise and rehabilitate their worn 
out plant and machinery. It Is urged that if depreciation Is allowed only on 
written down values without taking cost of replacement into account, then the pr'> 
vision In the price of sugar on this account is Iround to be Inadequate. Within a 
zone, the practice of taking the average value of net fixed assets as the basis for 
calculation of depreciation works to the disadvantage of those factories which 
spend money for replacement or renewal of their assets; their Investment is 
averaged over the whole zone and the units which do not make such an invest¬ 
ment gain at the cost of those which do. 

The Sugar Enquiry Commission recommended .‘i cost schedules for five 201 ; js 
and fixation of prices for these zones with a special price lor A-ssam. However, 
taking account of large variations in duration and recovery in the larger five 
zones suggested by the Commission, the Government used these cost schedules in 

1966- 60 and 1066-67 for fixing prices for 23 smaller zones. The fixation of prices 
on the basis of 23 zones was challenged by some factories before the Delhi High 
Court, The petition was dismissed by the High Court, but leave for appeal to 
the Supreme Court has been granted- With the Introduction of partial control in 

1967- 68, the Government decided to fix levy prices of sugar for the five zones: 
recommended by the Sugar Enquiry Commission. Representations have again 
been received from some of the factories against the fixation of prices on the 
basis of the five zones. Some factories have filed writ petitions In High Courts 
on this ground- 

Another point urged Ls that the Government should encourage an efficient 
system of harvesting and quicker transport of sugarcane froni the fields to the 
sugar factories. The issue which will naturally arise from this suggestion is 
whether provision for harvesting and transport from the field should be allowed 
In the sugar price by fixing the price of sugarcane ex-field Instead of ex-factory- 
gate as at present. 

3. In view of the above the Government of India are-of the opliii.it 

that a Iresh examination of the cost structure of sugar and the preparation of 
new cost 8chedule.s to determine the fair price payable to the sugar industry ai-e 
necessary. The Tariff Commission should accordingly be requested, under section 
12(d) of the Tariff Commission Act, 1951, to enquire in this behalf and submit 
its report/recommendation to the Government as early as possible, but not later 
than 9 months from the date of thl.g Resolution. In formulating its recommenda¬ 
tions, the Comml.ssioi) ia requested inter alia specifically to enquire into the foUc;-- 
ing points;-— 


(i) Should the c;las3lftcation of factories Into zones be accori.ling to the 
recommendations of the Sugar Enquiry Commission and. If not. on 
what other considerations? What part crushing capacity of a factory 
should play in this classification? What should be the zones Infc 
which the factorle.s should be grouped, having regard to the bash 
of elassiflcafion which may now be recommended by tho Tariff Ccni- 
misslon? 

(II) While preparing the cost schcduleB for price fixation, the Commlssiv- 

might recommend the basis on which the provision for doprccia 
tlon should be made: Whether depreciation to be allowed In the cost 
structure .should be caleiUated on replacement value or on the written 
down values of as.sets atui how individual factories which modernise 
their plant or expand their capacities should he coinpemsated for lat 
Investment made?. 

(III) Whether provision should, be ma'-le in the price to compensate ur.il; 

situated in an area which, under free market conditlen.s, would h.av; 
an Inherent advantage over units In other areas due to higher p;-,-; 
dueUvily and hetler edicienev'' Tf so. what .should ho the nrovi 
.sion? 
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(Iv) Whether to encourage oreamaed and efficient system ol harvesting and 
quick transport of sugarcane from the ilelds to the factories, ex field 
price for sugarcane should be fixed and provided for in the price of 
sugar? 

(v) Whether and to what extent incentives should be given to compensate 

factories for the loss in recovery of sugar from sugarcane due to early 
start or working late into the hot weather? 

(vi) flow far the mechanism of price fixation can be used to Induce growers 

to supply canc to sugar factories regularly irrespective of fluctuations 
in gur and khandsari prices? 

4 Firms or persons Interested m the matter, who desire that their views 
should be considered, should address their representations to the Secretary, Tariff 
Commission, C'Cl O Building 101, Queen’s Road, Bombay-1 

Order 

Orde.ed that a copy of the Resolution be < ommuiucutcd to oil concerned and 
that rt be published in the Gazette of India 

B, N. BANEHJI. Spl. Secy. 
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7 'F'C'^U 19(5 8 

‘■ifdt 2 o( O/ircTi/Gs —^nrfrq- trBftrr ir =^1^ % 

OTT RfsTff 'TT PpiTT tfft tT'TRT 

1 959 if sr?g?r ftnrr i wnfRr ffnr RinT rff ?nn?r ^ ^ 

rdTRrr rrit v fRtrffr^ "ftr % i 

2. WR, 1 9G 1 ^ 'RRR TT % % TrTrR ^ 

TRTIRR ^ RTfw f»tfrT tftT RW RTRd--aT^T vff ’TfTfRR 3RTW ■il'^ ^TR 
fR?r RtR RRftR rH' fRRfRR Rt t rWT rIR RUftR ^ RRR RfRi^R 1 9 G 5 

Sr [rtitT I RITR f %-T?: RTR f-fTRt ^TRR % R^ fRRlfTR RiTR % fRd R 

R TR tRRl-R Rm # nf RR^ iyo5-G6 ?r 19G7-(-rR dT fRtiri 

RWT R RiRri?R fjifT ^ f^r R>fr jOR R otR gre tRIR ^ Rf RTRR 
1 96 3-6 1 % % rIrR R' RTRR RTHTRf T< RTDffRT | RR ?r RTRR RcTfeR" RR R^ 

t I RR CTR fRRt R^T ^ % fRR'tf RR -Jisfl RT i^R - .RR Trot RI l 2 RfrfRR RTR RqR^r^ 
RRRn iJR RRRR fft Rin RTR RTcf RtH’f RR Rtlf RR t I RR % 

RfRftRR R R“^TR % f^RR Rt Rpft Ri;; RRiR^R R^RIRR Rt RTT;=r 

^ ^ R' ?1RRR R^ ^ I OR '-ffr RTfT RRT I Tr R: R f, ’RbR R trr^R 

RR RfRRTRR. gr-RR Rsf^ I RR % Mf-rRRR RT pRlcr v^TR RT?f Rt ^R tlRr^fRR'f if 

Rirfr-rf sqzTfRT RRt ^ I Rtr fRrjt'mi pir tft i; ti RT % RTR RT 'nfr fqTf^ tfft 
m R RcRT RTTtrtR ^ fRRR RTR^ f ,“R TrR f-'lRT I, tRiR if 7R1T RTR I R^T 

RTTRjjRf ft rRirpTr rrt RT; ' ^ R^R RiTTroTRI dl fRCRTT ^ RTRTRRR ^R ’SRi’ R Rf RWT 

■' cs 
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^irqrRT if i qr 

sri^^TF ’KR ?PRT% |, ’'fDR *FT ^ | sffT ^rftrT'ftPF 

TTR =fRiS ^ I 

^>T ^ Tc lift '"?r fw ^ ft? !pT-?T3nHf q?t um f^?r grr rr ?wt Rrfftt 
'PT OTT srftnRm Jf t % fti?r OTt^r ^ it 

ijw^R qff ^ ^ !5ftftTrr I I q-? «ff tp^ ^PTf I ft? JTft qftnpqm qtt phirt ^ 
5TTfw ftAT ftR ftrftRT If TI: ^ qff SfRft ^ ^ if 

!rRTT 'TT q?r ir^ %pm ^ i ifT ^"f ^ if ftrw f^rnff qft:- 

^Rfftriilr ^ ?fftRf ifpif ^ ijET^TO’ %' ?fPf?R q?! sirtt ittrt ^fftr 'J'T 'tii a<jii'i 1 it? 
ftiif srmRTJT fTO t ’srftf qftwRf^ % qfmm ^iw irjfftr^ % ftrif srr 
^*|T^ ^ 'J^1'"1 ftf^ftR 'Jpff 'PT ^ ^ mTBK qr PRTqT WRT ^ OTT 'jyff 'JiqH qT% 

q?nj«Ffr ^ RiR q?: 'PTwftt ^ ^ ^rff i 

art^ 'M'lqfq if qftr ^ ^ ftiif qrq Pimcf sffT ^jq% ftr^ q^q-ProiftTf 

'V'R aRf Rffffq ^ ftft ftqq if?q q?r fqqqftR q?t i rtt^ ?iRtq srt g^rnf qrf qRi 

Wijff if q>qq q«fT iR ff qTfR ^Pf qRf % ftWfPT q?t eqPT if 

’Rrt ftf fRg? I965-66qm 1966-67 if 23 PT^fR if ffpq fRjtftpT 
ftfif fq ^ ipr qqfq ftRT I 23 mf % >qfErR qr ftft’ qif ^ rqprfT<q >Pf 

^ qfnc^fqf ^ fWr qqq RnriRq % pnw ^?ft i tr^q qrmrprq if mlw qff t? 
vT'ftqT qT»5 qRqqi' fqiqTPiq q?r spTq qif ^ ft qf ^ i 1967-68 ir 
wrftr*F ftntrif % qmt fffq qp pRqrrx' ^ '#ff srtR Rrqfq jri ftmfOT ftft qif qN 
^ % fW =ffff % RWgR Ijpq ftfpftr- q q>pq qq f%Tj^ ft?qT I qfq eflWf % 'BTtTR Tf 
if^pq fqiilftR ^ ftr^’S q?n3Tiff q ftiK qFq^q q^q ^ 11 w qf ^ wq wi '■ 
qq pqrqrqqf q qq-qifqqJiTf qp^n" qff g I 

irq? q?qqiqqgqf qr^qf | ft? tr^pr ap> qir^qftrqRPT qrsqfrqr ira pit 
iBffr q 'fWf % qjrq^nqt qq? iffet qg^ ^ tfp? pq^rc q'PTpff pit q>PfH..5 q i w ^nq 
q pft qrq pqfqrqp? qq if qg q^ ^ ft? pqi ^ qtpfpf qi^'f qqi '3q% 

qft^jPT ^ -^iq p?f fftff % ifpq if prrftrpf ftrqf qi% «fRqi qq% fttif Tra ipr if^ pqwq 

^ sr?: qr qft ^ qwR qp fqftqq p?pq qq qsrnr afqr Fp? q"i q pr ffqr |, q-r if 
fqppRT qqf qran qr ftfErfftTr ftrqr ^nif i 

3 qqrtpq P?f ^ if ?3f% gif prp?r p?i ft'qR ^ Fp q>ff p?t fq 

qfq’T Tq fiFq ft-i’f qVqV p qrqq st-f qq q^ ftft: ir ftqrq ptrtt ^ qf 

qrqq q^^qi ^qR pRq? qrqpqp? It I Jftqi qtqfq pfsrfqqq, 1 9 -i i p?f urt 12 (q) 
% qpffq ^TfP qmfq prf qqsfqR fqqqq ftrqi qrq ft? qf ^ % fqfiTT qtq Pr?:% 
qqRRi pffR, q?:;^^qp?pqpffqrftqr&ffq^^qgir-qg% qqqr qfqqqq/ftqqft^f 
fRP?R qf qpgq I qV FiqjTp^R qqR p?’4 q, wq^q ^ fqf ^ t q q?q 
qrat if? qiq-q.q ff iqft l ft l d ' qqff ^ ftpfqqf qiq p:^ ft? :— 

( 1 ) pqr p?r?qnqf p?r if qfftrppr qiqV-qtq qfq^i p?f ftqqpvqf p? 

q=jqi'< ^ qrf^, qft q^, qt ?nq Fqq qr^ ^ iiTffR qr ft?qr qrqr 
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^ gmm «Ft «r<fTM«i ^ Ppjptt 
irfw ^ ? SrT«B ififTifnT sm anftvrar ^ f^nr wtsitt m 

firorTtur ^ ^ ^ eiph ir 0i:r, «nff^Tir iffi^- 

^ f^'T 1%TT ^ ? 

(2) j;5JT'Praffw % ^wt, wtoW wthk ^ 

f^Tfirft?! Hipar t ftnr tt ^ Wf ^ ^ Hr-: *1^ 

"PIT t Tf "TT^fy ijFT-^p- ^ ipi ffP^Pq i MT IJW 

% <rrHTT TT fw orrSr 'TftHrqfir % f%f^(T i^fiT % qTgrr <n: ftpir 
wYc ifiTT 'Pra' w ^n^rfq'iTr^Tq' ^prrr ?i'pfT efnrrpfr ^r 

r^rfTi'Y * tEfi% f?i^rvrH SPT «fr iTifr^ ^ an^ ? 

(3) vrr iPT ^ if "frrpijpff ^ ^ ^Tf if ^ipfw arifff 

wfijiF ^qppT "FifuTtroT «fr qTr7?JT fp^fu Hrmr 

f^«lf^if *piT^7"fff?:OTpff^«I^rsmrai^cr?TT^ 5TTTT^? St, 
fff w z^d[^{ 5>ff ^rf^TT ? 

( 4 ) w "liTPT rm im ^ %rf ^ wturpff ^ ^ Tf'ifer 

p# Vfpn: sPTPfr ^ sffzpr^ ^- 7 % %• fnir ira "ft %?ff ir rnpi tt 

Protfr^ ffpip arm mfjpr «At if ^ ^ wrT?«rT 

^ ^ ^ ? 

( 5 ) ITPir if 'T?[^ ?ITW "FTT ?mT "Tiff % PfPP if ^ rPF IPp PTTp % 
•FT ;or ^ PPTP ^ gl »pifr ^ fpif *Frwff "iff ^ifp^cr "ptp iff ff''? 
^ fiiT ^ sffwi^«F fifPT ariPT ^ffx pfr ft, cff rffpr pc ? 

(e) q;^ isiprrnfr % p^ if ^ pt vff fwip'r sm^frfr^ iTT^iPf 

"Ff fppfpp ipT if Tsr ^ jffwr%r irpir I 5 p;fp TpafTP sppw 

"FT cPF gpiffp fcPT arr PCpr I ? 

4. IfP prp^r if fppppft Pffi PT^ PTP PW spf^, ar> I fc PP % fpmff 
PT frpTP fvpT arm ppp P'ppTppp pfpp, Jfrpi PTPtp, rffo affo pfo fi^p, 101 , p^ffm 

pfT, pmf — 1 % PTp paf I 

'wr-m 

fppT arm ^ w ppr?p iff trpr-i^ pfp rr»ff rrwrw'f iff irpr If ^ 4f arrif 
«fp ^ir PTPTT«(: TTarPp ir pprrfpp 1 %pt anir I 

*ffo q^o ppaff, fpw pfpp I 
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